Approved For Release 2000/09/08 : CIA-RDP78-01634R000100060001-4

OALI& Dot (s) BAD
- BEST COPY

AVAILABLE

Enriee DocumenT

IS N EXTREM ELY BAD
SHAPE. .

Approved For Release 2000/09/08 : CIA-RDP78 -01634R0001000600 (M a



r Release 2?0/09/08 CIA RDP78 016§AR000100060001-:1

m Wi, Fe. 3, Sept., 1082, L -
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; Yugosla\m has dx»covered lhat Sovict economic assistance involves
mote prownise and peril than performance. Yugoslavia bas received more
offces of assistance than any other country in the “econoraic offensive™
faunched by the Soviet Union after Stalin’s death. But now, five years
later, all that the Yugosms have to show for the Sovict promises of nearly -
half a bilhon dollars are numerous ugrcements. a pile of blucprints, some

. huge z4ps in their five- “yeat phn and the threat of diminished mdc vmh the

: Sfmct b!oc counme's

Al th;s has co lboul because Tito mssmed !us long mnding
pobcy of g:ombmm; ‘Marxist tbcory with Yugoslav sationalism and refused -
w40 rejoin. ‘the “socialist camp™ wnder Soviet lud\mh;p. As & resalt,

X Kh:ushr’hzv ‘detaged trade talks for [958 and, more hpommly, on May el
he “postponed” 2 $285 miltion credit to Yugoslavis. The suspension of
fi‘ahc credity involves the two major items of the § 463 miltion sid program-
wic markcd oul for Yugoshvu by the Soviet bloc after Stalin's death &
i 'S fnendshxp and m-csub’ssh Commumsl’

dged 2 £ 110 m:!hon cfedu to

’t'ugoﬁaua for thc construcuon h{ three fertilizer plants, a power station
and the m@dcmlzanon of thrce mines between 1958 and 1964, 1n August,
1956, ‘afier Tito’s wsiz “'in Moscow the Soviet Union in partnership with’
Fast Germany—whose government Yugostavia did not then recogaize
, gm;-h»mamai‘) »c\tcndcd an additional credxt of $ 175 million, imcnded
' prmmrdv for a cqmbvncd hydroelectric and aluminium plant project at .
Nihad'in X{ummmro “This project has boen a long-cherished dream of
mc Y ugmla\ i \mo want to exploit their lbundam bauxite dcpoma and -
h\,ﬁimcmmu pum:r polcm' 1 as gaft of a “tomprehensive cffort to cope
J it ] Ypayments ‘difficulties.” Lacking investment
‘;Yugos!aw s turnecf to th; Soviet Umon for financing after failing
a5t Western countries in the scheme.  The project formed an integ- -
attof ghc current five-year plan introduced in December, 1947, and
- shdretore, prcdxuted entirely'on the Soviet-East German promise of .=~
voel Both governments guarameed to supply all equipment, techni- ;; ' ,
m and know-how for this ambitious Yugoslavindustrial develop- 7 (-
: pfmmxmw also 1o inance a later phase of the plan which would boost LR
T i production from the cum:nt 20 000 tons 8 ycdr to an evcmuax
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tensibly, the Soviet reason for the latest postponement of the e -
credits (which the Yugoslavs regard as a virtual canceilation) was that . 2
these funds arz peeded at home in order to develop the Soviet chemical = RN N
industry. Tt is not difficult, however, to see the correlation between this - S u
Sovict action and the fact that the Yugoslavs have recently beco sagaged L

. in political polemics witk the Russigns. This is the second time in two
<+ years that the credits have been postponed by the Soviet Union—each time -
- following a serious political dispute with Yugoslavia. Sl

Y

. For three years after World War 11 Yugoslavia behayed much ke the KR
other countries in Eastern Europe. Then the well known squabble between
Tito and Stalin broke out in mid-1948.  The Soviet Union attemptad
“to coetee Yugoslavia into submission by ecopomic blockade. The Soviet '
Lne of investinent eredit amounting to $ 138 million, very lirtle of whick
had been detivered, was cut off.  Trade was reduced pnilaterally by the
Sovict Union in 949 1o ab onc-cighth of its 19438 level. :

165 steps - Were taken by the So’memou,u Bravds vated, “be-
of the Yugoslav Government toward the Soviet

CausE of the hasﬁkﬁéﬁqw the
“Union™  The Soviet newspaper went on to declare that the Yugosiavs |

bould note that retaining an anti-Soviet attitude would mean “depriving
bermselves of the right to demand material and any other assistance from
be Sovict Union “becs the Soviet Union can only offer aid to its friends."
Tito hiad. i otier words. committed the sin of insisting that Soviet assis-

e mol carry with, it any strings. Yugoslavia was expelled from the
ommanist nform, Byrcay {Cominform), declared a"tol of the
Leestern smponalists and denied any further economic assistance from the
LSovat bl a_prophasied, [ will ‘crook my litile finger and there

Al blow s Sk
‘e mord Tit

it antipathy to *Titoism™ the East Europesn members
vd the Sovist example in adopting economic sanctions. .-
t wrder Albamia Bulgaria. Crechoslovakia. Hungary, Poland and - -
A, dandnineed “fheir commercial agrecments with - Yugoslavia.
of wade between these countries and Yugoslavia in 1948
208 mitfion. To 1949 it dropped precipitously
Exropean satifites abso withdrew the substantial

1go-tavig, v

2 ihe
E oY -3
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ummarily ended and trade reduced
economic bovcott was complete and 0
s disasier for Yugostavia -One mme. o
phit Gogsd sotume of Yugosta trade’ ‘




make concxlmtory ‘overtures to

~‘normalized and Communist party € 7

= October, 1954, rclamely modest trade relations , :

- the Soviet Union were initiated. In 1955 the Fast Gurbpean countres

. also bezan 1o revive their trade with the country t?*.n (h y m‘d Branded

: sew:n years carhcr ss a Commum,t hcmu.
; ln May, 1955, Khrushchcx and Bulganm paxd a visit 10 Yuu avia q
-, Khrushchev blamed Bcna and others for the “charges .m\, i it

Tito in the Commform resolution of 1948, “We sincerely  pegrot 3“ N

reject what followad thereafter.” hruxhchcv declared. The Soviet leaders

" further acknowledged in their signature of the Belgrade dec sation that G

* Tito had been right all atong and agreed that it was possible tor mdmdwg
- Communist countries to mke “mmmm roads o Soual,q;

In order lo dcmonstratc jurthcr their pocd intentions nrd ol ‘AI”I
Yugoslavia on the tmm of gqua!:w the Soviet legde ra; Fastgpad 19wty
amends on  the ccopomic (ront. Yu"n.;ana 5 :‘)U msm wisel




~Soviet Union w;

-to buost trads and i
x9<6 The fevef of trade was thus cxpecwd to surpa »xhe '$80 million
urnon.r of 194 Somgl !rade; negotmmrs were ‘very Ynendfy in dcaling
with the Yugusk mp.rctcmauvcs ‘expressing wﬂim;mm o :akc almost
,;u nrndmts tha the Y 1 y




s i 'conﬁrmmg this Yugo-
; hm»Mmh 1957 “Thc Soviet
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" argument; beiween Belgrade and Moscow tended to isolate Yugoslavia
from the otfier Communist countries of Eastern Europe. * But the Yugo-
‘slavs had to accept a revised schedule for the aluminium project, which
they valued so highly.  The new delay postponed completion for three
years, unul 1964, The Yugoslav leaders felt that the latest Soviet commit-
ment wa, geauine. | With this expectation in view, they began investing
their own resources in preparing the sites where the coastruction of thc
e alu'nmnum and fertiizer plants was 1o ukc p!ace .

v Bu\ politreal difh erences s00n mtcncncd again m Sov:ct—Yugos!av'
f c’.zt‘om Ia ‘\mcmbcr 1957, Yugoslavia refused to sign the Communist

Mdeclarauion of unity™ drafted in Mgscow in connection with the 40th -
anniversary czlebration of the Bolshevik Revolution. The declaration
atticked the West with the usual Commumsz wbmge and charzcd the

West with being responsnblc for the continuing threat of war. Stressing
he urgendy of the unity of all Communist countries. the dedlaration also’
Casee ncci that all Communist countries must unite behind Soviet poticy and
~When Yugoslawa dtclmcd to sxgn thc statement, the

{-dele 1.won 10 the C ongrcn Eastern Euwpc fo(lowcd suit.  The |
/ anmunms in tiwir draft programme for the Congress and dur-
: nu} prbcecdings’ ru!cratcd their position of independsnce in lhc
“East_'i\ est struggle.  The Soviet Union in turn denounced Yugos[aua s
re ;om the Suvi 12t bloc md rccu,;,mzc Russm as the kadcr oi' !hc

i“«llat m:r,'*ﬂmmr», 'Thm “on ‘\LI'. ”7 the Sou:l ‘
: ;Mxtmmf'mc {’éaf ﬂ ;: ®5 millio
Topfter &hc eatlier
f‘ B B ¢ c?f‘l
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Soﬁz Bu}g.zrm on June 3. Chargmg that )’u;oslavn accepted American
booad with strings, ‘Khrushchev branded Yugoslavia as “the Trojan horse of

< Western amperialism,” khrushch:v also “declared that the Cownfonn
Lhdt'gi:s ag&nn;t \ ugoslmla in !9&8 were “bassca!ly eon'ect

, Al lhc mammt the Sowct-quoslav dnspute is apm bcmg wagcd in

!cr'm of vérbal polemics. while thé rest of the "oﬂd«-—parucular!y “neutra-
st urzdcrdemupd area «v.atches the Yugo;lavs pick up the pieces
of therr shattered economic plans | uncc this latest Soviet onslaught. " In
the short Tun, the damage is felt in two ways “The immediate eflect is in

mrms of’ lhﬂ pressure pl:md on ’Yngoslav;a s tmdc agrecments mlh bloc

\155 mﬂ'ton %Dn of ;oods tha Yugoshvu finds almost impossible to
Aﬁ‘of the', 1958 n'adc grotocols, houever.:

'. \c!opmg the s:tes of thc plinncd fcﬂxla}.cr factoncs and thc g
;’Ucc! i § ngoz,lavm,m ‘ex pectauon of dcincncs on the Sovi
| spent wuahlc sums in c'u:avatmg work at the buﬂdmg sites,

1 m«;’ km”-' run the grcatcst damagc causcd by the Soviet economic
ohs agamst ‘xugm;aua 35 that the ﬁvc:-ycar plan and industrial de-
_rm:m y*ggrammc ‘have bccn thrown into complete disarray,  This
ond ime jnten }ura that the Sovxct Union has wrecked a Yugo-

af plan ley momh after it was ‘adopted. In 1947 and again
ba;‘:d a conszdcubk mrt of thcxr p!annmg

¥ ,usé bc nonoumj [ito mmseif in 1955, praxscd

¢ co-cperatipn ‘becouse they facilitated long.

ine ;g;,f,ﬁ,’g;;g;__f,x sw the ca wcellation of the Soviet credits and
S e 21i0 in u'au prevants hmg-mm planning by Yugostav’

‘ o .armw.. batance of payinents problem

i-mgn ’;3. A4l on (h:,, tuad to »a!mmn




, for ’xamp!e involved East thmny in the
me fo t"'hc a!u-nmiam' plznt‘ ad fomoé Yugoslavia to-recog-




&K It for the alamuirius comboae
Nor has the Soviet Union wu 'Yl‘ e

miscd to Yoo b’

Certainly, for Yugoslasa the « 2
that Tito hus not been and 15 ngt mm pnmr&d to b,..!;{ At i e o
ents with Khrushchev,  Tito’s pnn mi concern.afier all. 1o moant it
lhc independence of his eountry against alt incursions It o equally ol
. that the Soviet bloc wiil not ns}orc t‘u, Jmt’k‘d 1l

i
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m.ls mn:.‘auc s np v
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Furthermore, the Sovict Unio:
wcr: not baacd on sound bunmc s pr

; s SRR
Sh the eqmpmc..i a..d SEEv oy Hal
Yugoslavia .; aut ;, W

’ Lmgness to sell 10° Yugmhvxa fur
prcvoush b\e'l ncgouatcd on VCJ‘Cdt
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“etample poiats to the hazards and pitfaillsforany country sceepting Soviet
bloc economic assistance.! :

uwed i preparing this paner include news stones and features from the .

Now Y d Tl the Mudlungion Pac, the Christian Science Momitor and  the Loefon

T o onrr the past ten dears, the dospatches hy Erw Boume of the 8fonror and Flue

Aos el Jones beng mast helpful  Orher general information came from Ham.ion

voane. T and Goliedh 01954, Frzroy Mactean, The Heretic (1957 R, Buny y
Voo uwa ond e Sovies Unioas 174R-1956 (1956); Robert F. Byrnex ted ), Yugoe- 4
PRT L Tnoma T Hammond, Yegoslovia Berween East and Wen (1334,: “Sxviet-

e v Foaromoo Re'gtions,”  The Whurld Today (January, hmmanue! Birabaum,

“Whieher Teo™ PooMemis of Communmion tJanuary-February, 1958 AmercanCommittee . = *
for tiberatan. “Ten Years of Sovie'-Yugostay Relatioms, 19451958, a Chronotop.”
Prateinformatior and other data on Yugoslav relations with the Soviet dioc were oblaim- *

vt Fx,mn Feade dereemenrs and wher Trate Accords berwecn the Soviet Bloc and  Free

Hoald Conmeiecof Enrepe \U S Department of Stately: Muermationa! Trade News Bulleiin
CGATTyand Derection of firernational Trafs (doint Bublication of the United Nations:
Iternatianal Morciary Fund and Internatiora! Bank for Revonstruction and Devetop-

Ml s wetl as dncchrisia Torpowtia (Moscow) and the Currenr Digese of rie Soviet
Frec A Arbar, Michioany, :

e wivries
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